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REPORTS   OF   THE   COMMITTEE   Ol     I-.M'KK'IS 

APPOINTED    BY    THE    CURRENCY    AND 

I     CHANCK  SUB-COMMISSIONS  OF  TH  l 

I  l\\\v  IAL  COMMISSION. 


Presented  to  Parliament  by  Command  of  Hit 


[Ciml.    I6.W.] 


tt*. 


RESOLUTIONS   ADOPTED    BY   THE    FINANCIAL   COM- 
MISSION  ON  THE  20TH  AND  29TH  APRIL, 


OLl  ii"N    I 

Th<  -ial    requisite    tor  tin     economic    reconstruction   of 

hiexenient    by    each    countrx     «»l     -tahilitv    in    tin- 
Value  of   IN  cur 

III  BOM   I  IO»  'J. 

iU.  MIL;  lly  hanks  ot  hould  he  In-,    from  poli- 

tical |m  —  im  -.  and  -hmild  he  conducted  solely  on  \i\\i  >  of  prudent 
fmane.  .  In  countries  where  tin-re  i<  no  criitral  hank  of  issue,  one 
>honld  he  e-tMhli-hed. 


3. 

Measnrefl  ot  cun-ency  reform  will  be  facilitated  if  the  i 
of  continuous  co-«»|icration  ainon^:  central  hanks  of  issue  or  hank> 
re^ulatini:  credit  policv  in  the  several  countrie-  can  l>e  developed. 
Such  ro-np.TMtion  of  central  hanks,  not  necessarily  confined  to 
Kurope.  would  provide  opportunities  of  co-ordinating  their  policv. 
without  hani[)erin^  the  freedom  of  the  several  hank-.  I1 

d  that  an  early  meeting  of  representatives-  of  central  bankfl 
-hould  lie  held  uith  a  view  to  considering  how  hest  to  Liive  efTcct 
to  i  li  i-  n  •<•<  uniiiendat  ion  . 


4. 

It   is  desirable   that    all    Kuropean    currencies   should   be   b;i 
upon  a  common  -tandai*d. 

RFSOLI'TION  5. 

Id  is  the  only  common  >tandanl   \\hich  all  Kuropean  count- 
•  ould  at  present  a^ree  to  adopt. 


RESOLUTION  6. 

It  i-  in  tin  •  that  European  Governments  should 

declare  now  that  the  establishment  of  a-  gold  standard  is  their  ulti- 
mate object,  and  >hould  agree  on  the  programme  by  way  of  which 
they  intend  to  achiev,  it. 


„•    a»    lh,  r,     |*    ,|rh.  utul    bttdfrt  (4 
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Oient  ..!   .  .jinl.l.num  ill   M,,    l.tkl-rt   .hArull   WllliOCII  Ihr 

in  a«liii*  \VitlnM  4  U*ti  that  c 
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ilnl  above 
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if    tin-    part  countries    and    the    I'mted 

States  are  to  use  the  same  monetary  standard,  no  scheme  for 
stabilising   tin     purchasing  power   <>l    the    monetary    unit    can   lit 
fully  eft-  .  ithout  co-ordination  of   pnl 

and  the  I'nitcd  States,  whose  co-operation  therefore    should   In- 
invited. 

RESOLUTION  1 1 

It  is  desirable  that  the  following  proposal-  to  !<>rm  tin    ha 
the     international   Convention    eonteinplated    in    Ke>olut ion   '.I    he 
submitted  for  th.    c.,n-id,  ration   oi    the  meeting   «•!    eentral    bank- 
in  Resolution  :\  : 

(1)  Th.    dovernments  of  the  participating  countries  declare 

that  the  restoration  of  a  gold  standard  i>  their  ultimat. 
object,  and  they  agree  to  carry  out,  as  rapidly  as  may 
be  in  their  power,  the  following  programme  :— 

(a)  In  order  to  gain  effective  control  <>t  its  own 
currency,  each  Government  must  meet  its 
annual  expenditure  without  resorting  to  the 
creation  of  fiduciary  money  or  bank  credits 
for  the  purpose 

(6)    Tile    IleXt    >tep    will    he.    as   SOOn    afl   the   eeoliomie 

circumstance.-,  permit,  to  determine  and  li\ 
the  gold  value  of  the  monetary  unit.  This 
will  not  necessarily  be  at  the  former  gold 

(c)  The  gold  value  BO  fixed  must  then  be  made  effec- 

tive in  a  free  exchange  market. 

(d)  The  maintenance  of  the  currency   at    it-   ^>ld 

value  must  be  assured  by  th.  provision  of  an 
adequate  reserve  -of  approved  assets,  not 
necessarily  gold. 

(2)  When    progress    permits,    certain    of    the    participating 

countries  will  establish  a  free  market  in  ^old  and  thu> 
become  gold  centres. 

(3)  A  participating  country,  in  addition  to  any  gold  reserves 

held  at  home ,  may  maintain  in  any  other  particip.v 
country  reserves  of  api  sets  in  the  form  of  bank 

lances,  bills,  short  term  securities  or  other  suitable 
liquid  resources. 

(4)  The  ordinary  practice  of  a  participating  country  will  be 

to  buy  and  sell  exchange  on  other  participating  count- 
ries within  a  prescribed  fraction  of  parity  in  excha; 
for  its  own  currency  on  demand. 

(5)  The  Convention  will  thus  be  based  on  a  gold  excb 

standard.  The  condition  of  continuing  membership 
will  be  the  maintenance  of  the  national  currency  unit 
at  the  preserihed  value.  Failure  in  tin-  n  spc-ct  will 
entail  suspension  of  the  right  to  hold  tin  reserve 
balances  of  other  participating  countries. 
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among  central  banka  and  bank*  ragi 
••  several  countries  aa  recommended 
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'finVftHit^HTtlff  to  their  r*»|  o\r-rnn»oni*  f.  r  the* 
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x«i»   ml 
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•biitikt 


I 

It    i-    desirable    tli.it    \\heiv    no    ade<|i. 

111    i'ur\\;ir«l   exchange  exist-   such   a    market    .should    In-   .-lahlished. 
It  has  h<  .  -i  that  in  am  countix  whcie  j 

•  lint!    to    In-    unable    to   organise    such    a    market    tin-    central 
hank  without   itself  incurring  any  uncovered  exd  iion!  I 

pro\  ide    labilities.         It     mijjit.    for    example,    give    lacilith- 
.ipproscd   hanks  and  linancial   house-  to 

into    Iran-actions    lor    forward    deli\«i\    h\    a 
'••in     Of     "  COIltaiiu"   "     01          lejioi  t-   "     oi 

their   ({dotations   InMllg    for    the   doilhle    transactions   of   a    spot    «leal 
and  a  sinuiltan-  •!   the  otlu-r. 

The  (  ential    hank-  DOOOeiMd   would  a^rce  to  |>ro\ide   facilit 
tor  holding  foreign  l^alanco  (and  securities)  »n  d   |»o>it  <>n  acfoimi 

'ral   hank>  under  special   LMiarantee-   troni   each    I 
ami  fron  ,  .-ruiii,  nt  aa  to  the  absolute  li<|iiidit\  and  fivcdom 

of    movement    of    such    halances    under    all    condition-    and 
absolute  exemption   from   taxation,  forced   loans  and   moiaiotium. 

It    is   recommended   that   this  subject    should    be  con-idi  -red    b\ 
the    ('onterence    of    Central     Hanks     retencd     to     in    a     pie\ 
iiition. 

[V.—  CUKDIT 

L'I-X.I  i  1  1<>\    I  . 

The    reconstruction    of    Kurope    depends   on    the    restoration    ol 
ronditions  under  \\lnch  pn\.r  -  and  in  particular  in\.  >tih\- 

capital    will    How    f  reels     from    eountries    \\hen-    theie    is    -urplii- 
lending    capacity    lo    countries    \\hich    are    m     need    of    external 

:c. 


Loans  from  Government  to  <  iosernment  ou^lit  to  ited 

to.   if  at    all.  only   in    the   me  '-lional   cases.      The    free    llow 

of  j)ii\a!e  credits  and  of  in\e-tible  caj)ital  depends  upon«thc 
taking  of  ade.juale  m.'-a-ures  h\  all  countries  to  restore  order  to 
tfieir  public  finance-  and  their  cnireneies  and  the  i  urnishin^ 
by  borrowing  countries  of  ^uarant  'ory  to  lendei-. 

ial  machineiN  i-  QeO6R8ttry  during  the  pP'-ent  tran-itinna! 
period  to  -tait  the  tl<>\\  and  to  enable  the  co-opei  at  ion  of  il-.- 
financially  st  n  to  he  immediately  effect  i\  c 


Tt  i-  e--i-ntial  that  coimtrie^  in  n-  ,  d  «  i  'en  dit-  -hould  undei  ' 

•  i     to    the    best    of    their    ability    to    the    resolution- 
.mil   exel  ivad\    adopted. 

I'roof  of  serioiK  elVorts  to  improve  the  condition  of  its  public 
finances  will  be  the  best  Ljnarantee  which  a  l>orrowinjj  coimtr\  can 
oiler  to  pro-pecthe  (eridci  -.  Tin-  Rtepp  ie.|iiin'(l  for  i-e-r-stablishiiiL' 
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REPORTS  OF  THE  COMMITTEE  OF  EMM -KTS 
APPOINTED  BY  THE  CURRENCY  AND  EX- 
CHANGE  SUB-COMMISSIONS  OF  THE  FINANCIAL 
COMMISSION. 


I.— (  LJRRENl  ^i .       i -MI.  Apni.  r.' 
\\  e  have  c;ireiuii\  examined  tin-  document-  referred  to  u-  h\ 

the   <   unenc\    Suit-Committee  ,ni«l    in  d.iin^    BO  ur   !I:IN«'    BUTVeved 
tin-    rxi-tnij;    cm  .tuation    throughout     Kuh.pe.      <)ur    con- 

clusion-    lolloU      In     ;i     cnli-lderahlc     rXtellt      those     o|      (In-    BXpettfi 

asseinhled  in   London.     The  interesting  BUgjj  ui;id.-  h\   the 

u-  delegation-  ha\e   ;tl>o   hern    liilh    uei^hed    and    Wr  belir\r 
that  thr  main  |H>ints  raised  hy  tlirin  an-  rovnvd  h\  our  irjx.it. 

In  presenting  our  rejMUt  \se  dc-ur  to  makr  thr  lollou  111^  ^.'iirral 
obstM-sations  :  — 

I      \\r  i-.-co^nisr  that  \ve  have  to  dral  with  t  u  o  diHricnl  Ha 
oi  countries  : 

C/iiAVf  1. — Counlnr-  \\hrrr  inflation  ha>  takrn  place,  hut  has 
alread\  heen  -topped,  and  \\here  a  certain  amount  ol  deflation 
had  already  heen  Hl«  «  led 

Class  2. — Countries  where    inflation    i>  >iill  ^»in^  on. 

Ill  colintrie-  ol  ClftSfl  '1  It  i>  e>M-lltial.  m.ol'dci  to  e>tahll>h  a 
-ound  currency,  tha.t  inflation  -hoiild  he  -topped,  and  that  they 
should  thus  pass  over  into  Class  1.  The  programme  -prcifird  m 
Resolutions  6  to  8  describes  the  step-  h\  which  tin-  transition 
>hou Id  be  effected.  In  >onic  CaaN  H  eannol  he  Hlected  uithout 
assistance  from  ahmad,  including  the  provision  of  foreign  a 
ance  in  the  organisation  of  a  c.-ntral  hank  of  i.— ue  in  certain  c 

II.  The  question  of  devaluation  I-  one  which  mii-t  he  decided 
ujM)ii  hy  rarli  countiA  according  to  it-  \ie\\  ol  it-  o\\  i 

.irements.  We  think  it  important,  however,  to  dra\\  atten- 
tion to  some  of  the  considerations  which  will  Qeceflsariij  uri^h 
with  any  country  in  coming  to  a  deciHoii  on  this  .|iie-ti..n  Theiv 
is  8  prevalent  helief  that  a  return  to  pre-war  ^old  pan! 

necessary  or  desirahle  lor  it-  <>\\n   sake.      There  are   undoubted 

advantages  to  be  ol)tained  hy  -uch  a  return,  hut  uc  desire  to 
|K)int  out  that  for  countrie-  where  ciirrenc\  lia-  fallen  \er\  !ai 
below  the  pre-war  par-its,  a  return  to  it  must  involve  the  social 
and  economic  di.-location  attendant  upon  continuing  readjust- 
ments oi  mo  in- y- wages  and  prices  and  a  continual  m  a  the 
burden  of  internal  debt.  Regard  b<-in«j  had  to  the  \rr\ 
debts  which  have  heen  incurred  since  the  Armistice  h\  many  of 
the  countrie-  mnn-riied,  we  are  inclined  to  think  that  a  return 
to  the  old  gold  parity  involves  too  hea\\  a  -train  IIJK>II  pro- 
duction. We  repeat  that  the  decision  must  be  left  in  each 
to  the  count r\  concerned,  but  we  venture  to  suggest  that  a  con- 
siderable service  will  be  rendered  both  to  its  own  internal  economy 
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in 

\\  o  have  not  at  ten  ntthed* 

istm-  ,i  n  ..i  tin-  Kin-op.  Borne  of 

'(868  are  rel'eiied   to  in   the   introduction   to  OU1    Keport    to 
the    ('IIM  ion.  \n\     attempt     at     ;i     eomplete 

slirveN       \\olll  :       he\ond      tl  I       limit-      <>!      til- 

present  report.     As  \\ith   currency,  so  with   exchange,  eomplete 

.|x  on  the  settlement  of  ijiirstioFis  \\lncli  are  not 
now  within  our  pinvi«-\\. 

\\ ",-    OOO8&  :«-fiill\     llh'    ainclidninil       proposed       I  .\       thr 

.an  I  >«•:-  ;  bo  measuree  toi  preventing  th<- 

ital   for  the   purpose*  of  r\a<!  ;Mon.      \ 

OldUttOD  that   tin-   .jiirslioii  -hoiild   I .,  illin^ 

\\ithin  thf  proxin.-r  ot   the  (  iirrcncx   Snh-(  Oiniin^ioii.      \\  <    have 
iliiTftor.'  ivpoitrd  to  the  CiirrcncN   Siih-( 'oini'  is  follows: — 

Any  proposals  to   interfere   with   the  freedom  of  the  ma 

for  exchange  or  to  \iolate  the  secrecy  of  hankers'   relations  \\ith 
their  ciMon,.  in  our  opinion.  ah-o|utrl\    to  I..-  ronileinncd. 

Subject    to    tln.s    pioxiso    \\c    are   of   opinion    that    the    <JII.-!H.II    oi 
measures   for  international    co-o|)e?at  ion    to    pre\ent    tax 
mi^'lit    he    usefiillx     studied     in    connection    with    the    jn'ohlein    <>f 
double  taxation   which   i>   n«»\v    hem-    studied    hy  a   Coinmitl. 

•rts  on   behalf  of  the  League  of  Nation-        We   there  to  re 
jest  that  the  I  ,eagiie  should  be  invited  to  consider  it. 

(The  Uesolutions  here  submitted  were  those  which,  with  modi. 
fications,  fiave  been  adopted  above  hv  the  Financial  Commission.) 

(Sd.)        BASIL  P.  HLACKKTT  (Chairman). 

J.  AVENOL. 
BlANCHTM 

B.  H.  BBAM» 

Grsi  \\   CASSI  i.. 
Du  Bois. 

II  \VKX STEIN. 

H.  STR.\KOSCH. 
G.  Vis 
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